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banks, except for good cause as deter-
mined by the Farm Credit Administra-
tion. Such service corporations may
issue stock to Farm Credit institutions
other than the Federal Agricultural
Mortgage Corporation or its affiliates
and to persons that are not Farm Cred-
it System institutions, provided at
least 80 percent of the voting stock is
at all times held by Farm Credit insti-
tutions other than the Federal Agricul-
tural Mortgage Corporation or its af-
filiates.

(b) For the purposes of this regula-
tion, person means an individual or a
legal entity organized under the laws
of the United States or any State or
territory thereof.

[57 FR 26992, June 17, 1992]

Subpart J–O [Reserved]

Subpart P—Termination of Farm
Credit Status—Associations

SOURCE: 56 FR 3407, Jan. 30, 1991, unless
otherwise noted.

§ 611.1200 General—Applicability.
(a) Each association is authorized, in

accordance with sections 7.10 and 7.11
of the Act, to terminate the status of
the association as a Farm Credit insti-
tution. The regulations in this subpart
set forth the procedural, disclosure,
voting and approval requirements ap-
plicable to such termination. The Farm
Credit Administration may in its sole
discretion grant a waiver in writing
from any requirement of this subpart
for good cause shown.

(b) Except as provided in paragraph
(c) of this section, these regulations
are applicable to an association that
seeks to terminate its status as a Farm
Credit institution and to charter the
institution as a bank, savings and loan
association, or other type of financial
institution. In the event that a re-
ceiver or conservator is appointed by
the Farm Credit Administration in the
case of a voluntary or involuntary liq-
uidation of the association, the provi-
sions of subpart L of part 611 apply, and
the provisions of this subpart shall not
apply.

(c) These regulations are not applica-
ble to the termination of an associa-

tion whose investment in the Farm
Credit Bank or agricultural credit
bank of which it is a member is in ex-
cess of 25 percent of the bank’s capital
as computed according to GAAP, or
whose indebtedness to the Farm Credit
Bank or agricultural credit bank of
which it is a member is in excess of 25
percent of the total loans of the bank
as of the quarter end preceding the
adoption of the commencement resolu-
tion.

[56 FR 3407, Jan. 30, 1991, as amended at 61
FR 67186, Dec. 20, 1996]

§ 611.1205 Definitions.

For the purposes of this subpart, the
following definitions apply:

(a) Commencement resolution means
the resolution adopted pursuant to
§ 611.1210(a) to indicate the commence-
ment of the termination process.

(b) GAAP means generally accepted
accounting principles, which is that
body of conventions, rules and proce-
dures necessary to define accepted ac-
counting practice at a particular time,
as promulgated by the Financial Ac-
counting Standards Board and other
authoritative sources recognized
assetting standards for the accounting
profession in the United States. GAAP
shall include not only broad guidelines
of general application but also detailed
practices and procedures that con-
stitute standards against which finan-
cial presentations are evaluated. When
the Farm Credit Administration’s in-
terpretation of how GAAP should be
applied to a specific event or trans-
action differs from an association’s in-
terpretation, the interpretation of the
Farm Credit Administration shall pre-
vail.

(c) OFI means an other financing in-
stitution that has established a fund-
ing and discount relationship with a
Farm Credit Bank or an agricultural
credit bank pursuant to section
1.7(b)(1) of the Act and the regulations
in subpart P of part 614.

(d) Reconsideration vote means the
vote at which the voting stockholders
reconsider whether to terminate the
terminating association’s Farm Credit
status.
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(e) Successor institution means the in-
stitution to which the terminating as-
sociation will convert when its Farm
Credit charter is revoked.

(f) Terminating association means an
association seeking to terminate its
status as a Farm Credit institution and
to charter the institution as a bank,
savings and loan association, or other
type of financial institution.

(g) Termination resolution means the
resolution adopted pursuant to
§ 611.1211(a) approving the applications
for termination and a new charter and
providing for submission of the termi-
nation proposal to a stockholder vote.

(h) Termination vote means the stock-
holder vote at which the termination
proposal is first submitted to the vot-
ing stockholders for their approval or
disapproval.

[56 FR 3407, Jan. 30, 1991; 56 FR 11589, Mar. 19,
1991; 63 FR 36547, July 7, 1998]

§ 611.1210 Advance notification.
(a) An association’s board of direc-

tors shall commence the process of ter-
mination by adopting a commence-
ment resolution indicating the associa-
tion’s intention to terminate its Farm
Credit status.

(b) Within 5 days of the adoption of
the commencement resolution by the
board of directors, the terminating as-
sociation shall:

(1) Submit a certified copy of the
commencement resolution to the Farm
Credit Administration; and

(2) Mail a brief announcement to all
holders of equity in the association
which states that the board is taking
steps to terminate its Farm Credit sta-
tus and which describes the process of
termination, the anticipated effect of
termination on current holders of eq-
uity, and the type of institution the
successor institution will be. If bylaws
are adopted in accordance with para-
graph (e) of this section, the announce-
ment shall also state that, during the
time period from the passage of the
commencement resolution until the ef-
fective date of termination, new com-
mon stock and participation certifi-
cates either purchased from the asso-
ciation in connection with a loan or
sold to the association prior to the ter-
mination will not entitle the holder to
receive a share in the adjusted book

value in excess of par of the associa-
tion.

(c)(1) Within 15 days after submission
of the commencement resolution pur-
suant to paragraph (b)(1) of this sec-
tion, the terminating association shall
submit to the Farm Credit Administra-
tion a statement of its estimation of
the exit fee together with an expla-
nation of the computation of the exit
fee pursuant to the requirements of
§ 611.1240. For purposes of this estimate
of the exit fee, the computation date
set forth in § 611.1240(c) shall be the
quarter end preceding the date of the
commencement resolution.

(2) Within 45 days of its receipt of the
terminating association’s estimated
exit fee, the Farm Credit Administra-
tion shall either confirm the associa-
tion’s estimation of the exit fee or no-
tify the association of any required re-
visions to the computation.

(3) In the event that the Farm Credit
Administration requires adjustments
to the estimated exit fee pursuant to
paragraph (c)(2) of this section, the ter-
minating association may request re-
consideration of any revisions. Such re-
quest shall be in writing and shall set
forth specific reasons why the revisions
should not be made. The Farm Credit
Administration shall reconsider the re-
visions and shall inform the terminat-
ing association of its determination
within 15 days of the receipt of the re-
consideration request.

(d) During the time period after the
board of directors’ adoption of the com-
mencement resolution pursuant to
paragraph (a) of this section and prior
to the effective date of termination,
the following conditions shall apply to
the terminating association’s conduct
of business:

(1) Each prospective new borrower
shall be informed of the effect of the
proposed termination upon the borrow-
er’s loan and shall be specifically in-
formed whether the borrower will con-
tinue to have any of the borrower
rights provided under the Act and regu-
lations promulgated thereunder;

(2) Any common stockholders or par-
ticipation certificate holders who seek
to have such equity interest retired be-
fore termination shall be informed that
the retirement would extinguish the
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